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PUBLIC OPINION AND THE ACCOUNTING PROFESSION
A powerful influence on the progress and the prestige 
of the accountancy profession is exercised by public opinion. 
Consequently public opinion affects the personal fortunes of 
every individual certified public accountant.
You will all doubtless accept that generalisation 
without much thought. It has a pleasant, if somewhat vague, 
sound and no one probably would be disposed to fight about it, 
Neither would any one be inclined to do anything about it, unless 
we analyze the proposition further. It is difficult to act upon 
a generalization. One must become deductive and translate a 
generalisation into terms of effects on his own life before 
sonorous words become imbued with motive power.
I repeat our proposition: a powerful influence cm 
the progress and the prestige of the accountancy profession is 
exercised by public opinion. Consequently public opinion affects 
the personal fortunes of every individual certified public 
accountant.
Perhaps the secondary conclusion may be established 
without much debate. The personal fortunes of every certified 
public accountant are in some measure affected by the progress 
and prestige (or lack of them) of the accounting profession. 
The whole is equal to the sum of all its parts. If everyone
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respects the accountancy profession; if the business public has 
great confidence in its members; if the subconscious reaction 
to the words "certified public accountant" is favorable, may it 
not be accepted that each individual certified public accountant 
in each comunity will find greater opportunities to serve than 
if these things were not true?
A man can make or break himself by his own personal 
reputation, but no matter how good one’s reputation it can be 
improved or harmed by the company he keeps. If his whole pro­
fession is honored he will shine in the reflected glory.
When the Treasury Department admitted certified public 
accountants to practice before it there was great satisfaction 
in the profession. When the Board of Tax Appeals followed suit 
accountants rejoiced in the prestige they had gained. When it 
had become not only the unwritten custom, but actually the 
written rule of some clearing house associations, that indepen­
dently audited financial statements were a prerequisite for bank 
loans the cup of the certified public accountant seemed full.
Yet his greatest triumphs lay before him. He did not 
even foresee the events of only a few years ahead — requirements 
by stock exchanges that all listed companies be independently 
audited; federal statutes providing for independent audits of 
issuers of securities, of savings-and-loan associations, of 
Investment trust companies; state corporation laws requiring 
independent audits of corporations under certain conditions; 
statutes or rules providing for the independent audit of munici­
palities and of prequalification statements for contractors bidding 
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on state highway work; provision by the deputy controller of New 
York City that tax returns signed by certified public accountants 
would be accepted as prim facie correct without investigation; 
general provision for independent audits in commercial contracts 
and indentures; appointment of certified public accountants as 
commercial arbitrators, and many other evidences of public con­
fidence.
No accountant will deny that he benefits from public 
recognition of this sort. Conversely, he would suffer by the 
loss of public confidence which withdrawal of such recognition 
would signify. Legislation, regulation, or more changes in custom 
could do away with all these provisions just as easily as they 
created them.
Are certified public accountants really independent, or 
are they influenced too much by clients? Are certified public 
accountants really skilled technicians, or are they just graduate 
bookkeepers? Is an independent audit really a safeguard, or is 
it just a lick and a promise, a duplication of the internal 
accounting — an unnecessary expense? Is there a lack of account­
ing standards which permits an auditor to sign practically any 
kind of a statement, thus rendering reports of different companies 
meaningless in comparison with each other? These questions have 
been, are being, asked. If the business public generally comes 
to believe that the answers are "Yes" — or even if the questions 
are permitted to be asked too often without eliciting a resounding 
"No," there may be unhappy results.
On what foundation arc built the progress and prestige 
of accountancy? Certified public accountants render a useful
social and economic service through the application of technical 
knowledge and skill, sound judgment based on experience, and 
complete independence and integrity. Those who benefit from 
this service are the following: Management, which uses accounting 
as a tool of planning and administration and as a gauge of results; 
Investors in corporate securities, who through accounting keep 
track of the actions of those to whom they have entrusted their 
money; labor, which through accounting can see how it shares in 
the fruits of production; credit grantors, who through accounting 
follow their loans or weigh their risks; public institutions such 
as stock exchanges, which through accounting maintain standards 
of corporate activity; government regulatory agencies and taxing 
authorities, to which accounting is a medium of information about 
the citizens with whom such agencies have transactions, and some­
times a means of controlling financial conduct.
It is desirable that these consumers of the independent 
certified public accountant’s principal product — his professional 
opinion -- should understand the nature and purpose of his service 
and in a general way the kind of technique he employs. They 
should believe in his knowledge and skill, his judgment, his 
Independence and integrity; that is, in his competence to render 
the service. There is reason to doubt whether they clearly 
understand or confidently believe. Consider the following:
I.
Dickson Hartwell, in the magazine Public Opinion 
Quarterly (March, 1940), complains that average Investors can’t 
understand corporate financial statements, "The auditor’s certi­
fication should be in simple, clear, and nontechnical language,"
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says Mr. Hartwell. He does not explain how simple, clear, and 
nontechnical language can be successfully employed to interpret 
in few words complex and highly technical corporate transactions, 
II.
A surrey of stockholder opinion conducted by an adver­
tising agency in 1939 revealed lamentable misunderstanding about 
financial statements and auditors' reports not only on the part 
of stockholders surveyed, but on the part of the advertising 
agency which conducted the investigation. The following quotation 
demonstrates the stockholders' innocence:
"Only eleven per cent of the stockholders realize that 
the auditors statement does not act as a guarantee of the 
financial statement."
The following quotation demonstrates the advertising 
agency's innocence:
"Here is another striking example of ignorance and mis­
information. Only one stockholder in five realizes that the 
auditor frequently accepts the word of management on how much 
money is owed the corporation,•
The anonymous author apparently had hoard or read 
discussions about direct confirmation of receivables, and with­
out realizing that there were other credible evidences of the 
validity of receivables, such as tested records of their actual 
payment since the balance-sheet date, he assumed that there was 
no middle ground between direct confirmation and "accepting the 
word of management."
III,
The editor of the department called "The Commentator," 
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in The Journal of Accountancy asked a number of stockholders some 
questions about their conception of financial statements. Most 
of them were interested primarily in the figure of not income 
and regarded it as an indication of the amount of cash available 
for dividends. They had learned neither that no single figure can 
be a trustworthy index of corporate results nor that net income 
doesn’t necessarily represent cash.
IV.
In 1939 the then president of the New York Credit Men’s 
Association suggested in an editorial that an accounting firm 
should not permit its name to be used in reports to creditors 
when the accountants merely "took somebody’s word for it or 
certified figures taken merely from accounting records." Be 
continued, "I am putting it conservatively whan I say that nine 
men out of ten cannot read and understand a financial statement. 
To an even larger percentage the meaning of an accountant’s 
certificate is not clear. There should, therefore, be a definition 
of the minimum of facts that are vouched for by the accountant 
when his name is publicly used in connection with any statement.” 
It is irritating to encounter such ignorance, but it 
is even more dangerous to permit a man in such an influential 
position to remain unaware that the profession long ago has 
done exactly what he demands.
V.
The Securities and Exchange Commission has perhaps more 
influence than any other single body over accounting and account­
ants. Its attitude toward the profession was frankly and clearly 
expressed in its last annual report to Congress, as follows:
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"One of the most important functions of the Commission 
is to maintain and improve the standards of accounting practises. 
Recent events make it clear that we face a pressing problem in 
this field. Accounting is the language in which the corporation 
talks to its existing stockholders and to prospective investors. 
We want to be sure that the public never has reason to lose faith 
in the reports of public accountants. To this end, the independence 
of the public accountant must be preserved and strengthened and 
standards of thoroughness and accuracy protected. I understand 
that certain groups in the profession are moving ahead in good 
stride. They will get all the help we can give them so long as 
they conscientiously attempt that task. That’s definite. But if 
we find that they are unwilling or unable, perhaps, because of 
the influence of some of their clients, to do the job thoroughly, 
we won’t hesitate to step in to the full extent of our statutory 
powers."
The tone is friendly enough, but there is a definite 
warning. Soon after, a more ominous note was sounded in a report 
of the Commission on accounting practices of investment trust 
companies, as follows:
"Without in any way impugning the integrity of the 
accounting profession how much untrammeled independence can 
realistically be expected of independent ’public accountants’ 
whose hire, compensation and tenure of employment all rest with 
the very management group whose conduct of the business these 
accountants are expected to appraise and disclose to stockholders." 
VI.
The President’s committee on administrative procedure
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recently issued as Monograph No. 22, in its study of the admini­
strative departments of the Federal Government, a report dealing 
with the Board of Tax Appeals, in which mention is made of the 
fact that when the Board of Tax Appeals was first organized in 
1924 certified public accountants were permitted to practice 
before it. The report continues:
"This custom has since caused difficulty for two reasons 
First, the function of the Board is to adjudicate oases upon 
framed issues in formal pleadings after hearings at which the 
laws of evidence applicable to equity proceedings in the District 
of Columbia courts govern, so that one who is not a practising 
attorney may be placed at a disadvantage. Second, a record must 
be made in the Board which will survive review by a circuit 
court of appeals, and if a taxpayer is represented by an account­
ant before the Board, the case must nevertheless be entrusted to 
an attorney if appeal proves necessary."
VII.
Dr. Jules I. Bogen, editor of the New York Journal of 
Commerce, in an address before the American Management Association 
in 1939, said:
"The general public takes a much broader view of the 
functions of the independent auditor than does the auditing pro­
fession itself."
VIII.
About a year ago the magazine, The Nation, published 
an article entitled "What’s Wrong with Accounting?" in which the 
author made the following astonishing statements:
"Apparently accounting principles and truth do not
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make good bedfellows.. . Behind these theories ... lies the 
embarrassing fact that the typical certified public accountant 
of today is in literal truth likely to be little more than a 
graduate bookkeeper.”
IX.
Less than a year ago the magazine, Advanced Management, 
published an article which began as follows:
"I charge accounting and accountants with forgetfulness 
of objectives, grotesquely inaccurate premises, blundering logic."
X.
Last January an article entitled "Are Auditors Hard of 
Hearing?" by Johnson Heywood, appeared in Nation's Business. The 
author is not unsympathetic, but he makes some damaging statements. 
For example, "It is accepted practice for auditors to rely upon 
statements made by the management . . . A large part of the pro­
fession has preferred to side-step all responsibility for inven­
tories . . . The profession . . . has assumed that the business 
and financial public fully understand a lot of things which it 
simply does not understand — and likely never will."
XI.
Some of you perhaps remember a rather sensational 
book, "Truth in Accounting," which rather violently criticised 
accounting and accountants. Nobody objected to the author’s 
right to express his opinions on these subjects but there was 
some irritation when the publishers began broadcasting circular 
material advertising this book which contained such stuff as 
the following:
"Do certified financial reports inform or deceive the
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public?” "Why may accounting firms no longer certify that 
financial statements are correct?" "Do accountants realize ... 
that their profession is facing a declining future?"
XXI.
In introducing the Wagner-Lea bill to regulate investment 
trusts, the original text of which contained a section authorizing 
the Securities and Exchange Commission to prescribe "the minimum 
scope of and procedures to be followed in any audit of a registered 
investment company," Senator Wagner said: "Implementing the 
perpetuation of all these abuses is the management’s domination 
of the accounting practices of the scope and content of the 
financial reports transmitted to the stockholders. The absence 
of uniform accounting principles has facilitated the transmission 
to stockholders of annual reports which are often misleading and 
incomplete."
In the aggregate, all these comments are distinctly 
discouraging, but I hasten to admit that they are by no means 
to be taken as typical of present-day public attitude toward the 
  accounting profession. There have been, of course, many favorable 
comments as well, I have stressed the unpleasant side of the 
case merely to prove that there is both misunderstanding about 
the kind of job the certified public accountant can do and doubt 
of his effectiveness in doing it. The existence of this mis­
understanding and doubt proves that the accounting profession 
has a public-relations problem. 
What can be done about it? I am the first to state 
with the greatest possible emphasis that difficulties of this
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kind cannot be cured by sending out pamphlets or by making 
speeches. Public opinion can be maintained in a state of healthy 
respect only if the profession of accounting energetically 
demonstrates its worthiness of public confidence. It must leave 
no question of its ability to discipline itself. It must show 
a lively interest in the public welfare, and an earnest desire 
to make accounting as helpful as possible to those whom it serves, 
even if this requires some modification of traditional methods.
Now the accountancy profession has done pretty well 
in these directions. It has done and is doing those things 
which the public might reasonably expect of a group which asks 
recognition as a profession. Accountancy can confidently invite 
close public scrutiny. It need not fear the spotlight of publicity. 
For example, the profession has developed adequate standards of 
technical performance and of professional and ethical conduct, 
and standards for admission to the profession. It has developed 
a respectable professional literature, is seeking improvement 
of its methods through research, and is continually expanding 
its educational facilities. Particularly in recent years, it 
has unmistakably demonstrated the responsibility which it has 
always felt to the public at large which might rely on the 
opinions and reports of certified public accountants.
But after all these necessary things have been done, 
the public must be told about them. And it is at this point that 
pamphlets and speeches and other media of conveying information 
become essential. It is not enough only to do a good job. It 
must be generally known that a good job is being done. A deli­
berate, planned program of public information seems to be ths
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Intelligent answer.
Public-information programs are essentially simple. 
Basically, they are all alike — ten per cent com on sense and 
ninety per cent elbow grease. In an effort to avoid lapsing into 
meaningless generalities, I shall illustrate a public-information 
program for accounting by describing the program developed by 
the American Institute of Accountants, which can easily be adapted 
to the needs of the Ohio Society or any of its chapters.
In the first place it is necessary to deal with specific 
groups and members of the public as occasions arise. No oppor­
tunity should be overlooked to correct a misunderstanding, to 
refute a false accusation. It is quite true that the answer 
rarely catches up to the charge. The accusation gets the head­
lines — denials get a squib on an inside page. It is more 
important to prevent misunderstanding than to correct it, but 
sometimes effort to correct will also act as a preventive. For 
example, let me tell you briefly what the Institute has done 
with respect to each of the incidents unfavorable to accountancy's 
public relations, which I recited above:
I.
A prominent accountant wrote to Dickson Hartwell, 
pointing out weaknesses in his article in Public Opinion Quarterly 
and endeavoring to explain the profession's point of view.
II.
As a result of surveys of stockholder opinion, the 
Institute is preparing a pamphlet especially for stockholders 
which will endeavor to describe the essential features of account­
ing and financial statements in such a way that at least the most
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common misunderstandings may be avoided.
IV.
A letter was written to the president of the New York 
Credit Men's Association, explaining that what he had demanded 
in hie editorial had already been done and attempting to explain 
the viewpoint of the accounting profession on other questions 
which he had raised. Conferences have also been held with credit 
men, and credit magazines, since that time, have included, at the 
Institute’s suggestion, a good deal of constructive educational 
material with respect to accounting and auditing.
V.
When the annual report of the Securities and Exchange 
Commission was issued, representatives of the Institute arranged 
a dinner meeting with the chairman, another member, and the chief 
accountant of the SEC. Broad problems of the accounting profession 
as related to the broad problems of the SEC were freely and frankly 
discussed at length and resulted in better understanding.
When the report on the investment trust study was 
issued, containing statements unfavorable to the accounting pro­
fession, a committee of the Institute arranged a formal conference 
with members of the SEC and its staff at Washington, at which 
strong objection was lodged against such public criticism which, 
it was believed, was unwarranted. The discussion cleared the air 
and the Institute was invited to submit suggestions for redrafting 
the statement to which exception was taken.
VI.
With reference to the suggestion that practice by 
certified public accountants before the Board of Tax Appeals is
Improper, representatives of the Institute have had informal 
conversations with members of the Board and with representatives 
of the American Bar Association, in which an attempt has been 
made to explain that law and accounting are so closely inter­
twined in tax eases that cooperation between the members of the 
two professions is the only proper solution.
VII.
The Institute’s staff arranged to have a prominent 
member of the profession follow Dr. Bogen on the program of 
the American Management Association and it was therefore possible 
to correct one or two misapprehensions which the audience might 
otherwise have retained. At the same conference of the American 
Management Association a year later, the Institute arranged to 
have two members of the profession speak on timely questions 
of accounting and auditing.
VIII.
A letter was written to The Nation refuting some of 
the more glaring errors in the article "What’s Wrong with Account­
ing?". This letter was published in a subsequent issue.
IX.
In the magazine, Advanced Management. the critical 
article was followed in the next issue by a rebuttal by Mr. 
Edward B. Wilcox, member of council of the Institute.
X.
Johnson Heywood, author of "Are Auditors Hard of Hearing? 
has become well acquainted personally with the Institute’s staff 
and has developed an understanding and a favorable attitude re­
garding the accounting profession.
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XI.
Strong objections to the University of Pennsylvania 
Press’s advertising matter, published in the Journal of Account­
ancy and conveyed to the University, resulted in discontinuation 
of the circulation of the objectionable material.
XII.
Appearance by an Institute committee before the United 
States Senate Committee on Banking and Currency and conferences 
with the Securities and Exchange Commission, which sponsored the 
investment trust bill, resulted in amendment satisfactory to the 
Institute of the section to which objection was taken.
The general public information program is as follows: 
1. Cooperation with other organisations with common 
interests. Over a period of years efforts have been made success­
fully to develop acquaintance with and undertake joint projects 
with groups such as the following, with which the Institute now 
maintains continuing relations: National Association of Manu­
facturers, American Bankers Association, Robert Morris Associates, 
National Association of Credit Men, American Accounting Associa­
tion, United States Savings and loan League, New York Stock Ex­
change, Securities and Exchange Commission, United States Treasury 
Department, etc. Through joint meetings of committees or through 
the exchange of speakers at general meetings and exchange of 
articles for publications, cooperation with such bodies offers 
an excellent opportunity for public information.
2. Speakers and writers bureau. Efforts are made to 
arrange opportunities for certified public accountants to address
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business and financial organizations whose members it is desired 
to inform about some aspect of accounting. A recent addition to 
the staff has made it possible to offer to prepare outlines of 
addresses for such speakers. Also to prepare short feature 
articles for publication in trade and business magazines.
3. Relations with the press. As a matter of routine, 
releases are sent to the newspapers on meetings, committee reports, 
or Journal of Accountancy articles or editorials, which have a 
public interest, addresses by officers or representatives of the 
Institute, appearances before Congressional committees, and 
similar matters. As a result, an astonishing volume of newspaper 
publicity dealing with matters on which the profession desires 
the public to be informed has occurred.
The regional conferences, in the arrangements for which 
the Institute cooperates with groups of state societies, afford 
an excellent medium for public information. Speeches made at 
the conference are generally reported in the press of the region 
affected. During the period of the conference also accountants 
may create opportunities to speak before business and service 
clubs and similar organizations in the city in which the conference 
is occurring. This plan was followed with great success at the 
Southern States Accounting Conference at New Orleans last spring. 
Pamphlets. It is planned to publish a series of public- 
information pamphlets conveying information addressed to laymen 
about accounting and accountants. The first pamphlet in the 
series, Accounting and Your Pocketbook. was published last spring, 
and more than 185,000 copies have been distributed among business­
men and other interested persons. Quotations from the pamphlet
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have been published in magazines and newspapers, and considerable 
portions have been reprinted. Other pamphlets are in the course 
of preparation. The public-information series has been augmented 
by reprints of articles published in The Journal of Accountancy 
which are believed to contain information of particular interest 
to the public.
Decentralization of a public-information program is 
essential to success. No central agency can reach the population 
of the entire country by means of the devices I have described. 
Each state society and chapter should have its own public-information 
program, which may be an adaptation of the Institute’s plan, through 
which the public of each community may be informed of the nature 
and value of accounting and accountants. Planning is essential. 
Consistency and repetition are fundamental requirements if the 
effort is to be successful. A single pamphlet, a single magazine 
article, a single newspaper release, a single speech exerts only 
a transient influence. But continuous statement and restatement, 
written and oral, of basic facts or a basic point of view cannot 
fail in the end to have their proper effect.
The Institute believes that public relations is a sub­
ject of great importance to the accounting profession. Several 
of the state societies share this view. The Institute will more 
than gladly cooperate with any state society which wishes to under­
take a public-information program, will assist in both planning 
and execution — the more willingly because by helping a state 
society to accomplish its objectives the Institute helps to 
accomplish its own.
